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E. O. 11652: NA 

TAGS: EGEN, EEIN, ETRD, RP 

SUBJECT: PHILIPPINE PESO FLOATS 

1. IN JULY 16 TRADING AT FOREIGN EXCHANGE MARKET, INTERBANK 
PESO EXCHANGE RATE WITH DOLLAR FELL TO P7.1695 - $1.0, 
EQUIVALENT TO A DEPRECIATION OF 2 1/2 PERCENT OVER PREVIOUS 
DAY'S RATE, THE MAXIMUN DAILY DEPRECIATION ALLOWED UNDER 
CENTRAL BANKRULES. 

2. DOLLAR SURPLUS BANKS HAVE BEEN RELUCTANT TO SELL 
DOLLARS SINCE CENTRAL BANK ANNOUNCED TRADE DEFICIT OF 
$429 MILLION AND BALANCE OF PAYMENTS DEFICIT OF $265 
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INDICATE CENTRAL BANK NOT PREPARED MEET DOLLAR 
SHORTAGE AT PREVIOUSLY PREVAILING EXCHANGE RATE. 

3. PHILIPPINE EIRST HALE BALANCE OF PAYMENTS 
PEREORMANCE IS ABOUT WHAT HAD BEEN EXPECTED BY BANK 
OEFICIALS AND FLOAT EXPECTED TO BE CONFINED TO FAIRLY NARROW 
RANGE. HOWEVER, THEY MAY ALLOW SOME FURTHER DEPRECIATION, 
DESPITE FLOAT'S INVITATION TO SPECULATION, TO PROVIDE 
MARGINAL ENCOURAGEMENT FOR IMPROVING TRADE BALANCE. 

4. EMBASSY WILL CONTINUE TO FOLLOW SUBJECT AND REPORT 
DEVELOPMENTS. 

PURNELL 
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